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CERTIFIED PUBLIC ACCOUNTANT’S REPORT

To the sharcholders
Jordan French Insurance Company

Report on the Financial Statements

We have audited the accompanying financial statements of Jordan French Insurance
Company (P.L.C), which comprise of the statement of financial position as of December
31, 2016, and the related statements of comprehensive income, Statement of owners’
equity and statement of cash flows, for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Basis for Opinion

[n our opinion, the financial statements present fairly, in all material respects, the statement
of financial position of Jordan French Insurance Company (P.L.C) as of December 31,2016,
and its financial performance and cash flows for the year then ended are in accordance with
[nternational Financial Reporting Standards.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
basis for our audit opinion.

Key audit matters

Key audit matters, according to our professional judgment are matters that had the significant
importance in our auditing procedures that we performed to the financial statement. The
basic auditing matters have been addressed in our auditing workflow to financial standards
as we do not express separate opinions.

- Account receivables — net
In accordance with International Financial Reporting Standards, the company has to review
the calculation of Account Receivables Impairment Provision, the company assesses the
decline in Account Receivables through assumptions and estimations, and considering its
importance it is considered one of the significant Audit Risks, and the Account Receivables
Provision has been recognized.

- Unearned and unreported claims provisions

In accordance with International Financial Reporting Standards, and considering the nature
of provision recognition the company has to make provisions that is related to the nature
of insurance transaction and the technical advantages, and it is only required for insurance
companies, the provision are an important element for the company to match with
contingencies, but it cannot be accurately determined, so the company has to consider the
studies of assumptions and estimations through technical experts reports (Actuary Repott).
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Key Audit matters procedures

- Account receivables — net

Our Audit procedures included the review of internal control of Account Receivable Collection,
and ascertaining a sample of clients accounts through direct confirmations, and then reviewing the
provision of account receivables and that through the assumptions the management considers and
considering the risks ol deferred accounts, and we have also assessed the efficiency of disclosures.
The company has increased the provision to JD 181,147 and so the amount of'accounts receivables
is reported at fair value as of December 31, 2016.

- Unearned and unreported claims provisions

Our Audit Procedures included the process of provision recalculation in accordance with The
Insurance Committee, so a sample of unearned claims has been reviewed through insurance
policies from different branches and ascertaining that it is recognized on the periods on which
they belong and it amounted JD 5,285,716 and the claims have been reviewed through its
occurrence and comparing it to previous fiscal years, and the actuary reports have been taken into
consideration so the provisions are precisely made, and it amounted ID 6,231,281 and based on
that the provisions are reported.

Other information:

The management is responsible for other information.

Which includes other information reported in the final report, but not included in the financial
statements and our audit report on it.

Our opinion does not include these other information, and we do not express any assertion over
it regarding our consolidate financial statement we are obliged to review these other information,
and while that, we consider the compatibility of these information with their consolidates financial
statement. [f we detected based on our audit, the existence of significant errors in the information,
we are obliged to report this fact. Regarding this, we have nothing to report.

Management responsibility of the financial statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards. And for such internal control,
management is determined to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error,

Certified public accountant responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require us to comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the financial

statements.
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As part of an audit in accordance with The International Standards on Auditing, we exercise
professional judgment and maintain professional skepticism throughout the andit, We also:

o [dentily and assess the risks of material misstatement of the initial Financial Statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion, The risk ol not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
elfectiveness ol the Company’s internal control.

o [ivaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Management.

o Conclude on the appropriateness of the Management’s use of the Going Concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern, Ifwe conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the Financial Statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our Auditor’s Report. However, future events or conditions may cause the Company
to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the initial Financial Statements, including
the disclosures, and whether the initial Financial Statements represent the underlying transactions
and events in a manner that achieves Fair Presentation.

o We communicated with audit the Financial Management regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

Legal requirements report

The Company maintains proper books of accounting records which are in agreement with the
accompanying financial statements and with the financial information included in the Board of
Directors report, and we recommend the General Assembly to approve the financial statements.

Amman- Jordan
February 9, 2017
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Assets

Deposits at banks

Financial asstes designated at fair value through statement of
comprehensive income

Financial asstes designated at fair value through statement of
other comprehensive income

[nvestements in Real Estate

Total investements

Cash on hand and at Banks

Cheques under collections and notes reccivables
Account receivables — net

Receivables from reinsurance companies
Deferred Tax assets

Property and equipment- net

Other assets

Total assets

Note

32,5

6

32,9

15

2016 2015
6,687,204 4,927,527
11,453 12,550
2,658,891 3,022,638
1,214,871 1,224,479
10,572,419 9,187,194
2,475,711 2,463,721
1,165,076 1,160,387
9,279,430 9,060,973
2,045,042 2,040,221
1,116,894 901,114
1,807,044 1,702,564
826,436 820,426
29,288,102 27,336,600

The accompanying notes are an integral part of these financial statements
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

STATEMENT OF FINANCIAL POSITION
AS OF DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Nole 2016 2015
Liabilities and sharcholders' equity
Liabilities
Net unearned premiums provision 5,285,716 5,123,310
Net claims provision 6,231,281 5,457,358
Net provision 16 287,399 308,153
Total insurance contract liabilities 11,804,396 10,888,821
Due to Banks 3217 2,193,313 2,095,708
Accounts payables 18 3,554,029 3,224,680
Payables to reinsurers 19 1,898,085 2,999,588
Miscellaneous provisions 20 328,047 312,238
Income tax provision 13/B 498,981 394,850
Other payables 21 691,282 334,808
Total liabilities 20,968,133 20,250,693
Shareholders' equity
Declared Capital 9,100,000 9,100,000
Paid Capital 22,1 9,100,000 9,100,000
Statutory reserve 23 1,569,638 1,368,478
Accumulated change in fair value 24 (1,259,167) (895,420)
Accumulated Losses 25 (1,090,502) (2,487,151)
Total Shareholders' Equity 8,319,969 7,085,907
Total Liabilities and shareholders' Equity 29,288,102 27,336,600

The accompanying notes are an integral part of these financial statements
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

INCOME STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

~ Note 2016 2015
REVENUES
Gross premiums 25,815,259 24,999,475
Less: premiums ceded to reinsurens (6,2006,574) (5,904,286)
Net premiuims 19,608,685 19,095,189
Net change in unearned premiums provision (162,406) (1,160,036)
Net change in accouling provision 20,754 58,931
Net earned premiums 19,467,033 17,994,084
Received commission 473,713 382,459
Revenue allocated to insurance department and other fees 1,642,191 1, 776,603
Other Fees 34 868,090 (663,582
Bank interest 26 128,197 106,632
Net gain from financial assets and investement 27 21,493 33,781
Other revenues 28 54,891 46,904
Total revenues 22,655,608 21,004,045
Claims, losses and expenses :
Gross claims paid 21,952,721 20,184,817
Incurred and matured policies 8,710 4,000
Less: recoveries 4,313,453 3,675,143
Less; reinsureres share 3,809,928 4,225,559
Net paid claims 13,838,050 12,288,115
Net change in claims provision 773,923 1,207,929
Allocated employee expenses 29 2,490,338 2,203,492
Allocated administrative expenses 30 1,044,358 911,593
Excess of loss premiums 175,385 379,782
Cosl of documents 573,152 626,348
Other expenses allocated underwriting 564,090 458,315
Net claims expenses 19,459,296 18,075,574
Unallocated employees expenses 29 622,585 550,873
Depreciation and amortization 119,893 103,314
Unallocated administrative expenses 30 261,090 227,898
[mpairment of account provision 181,147 154,107
Total expenses 1,184,715 1,036,192
Net income before tax 2,011,597 1,892,279
Income tax / (tax surplus) for the year 13/B (413,788) (682,698)
Net income 1,597,809 1,209,581
Earnings per share 1)/ share 31 0,18 0,13
Outstanding weighted average shares 9,100,000 9,100,000

The accompanying notes are an integral part of these financial statements
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

STATEMENT OF COMPREHENSIVE INCOME
FORTHE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

2016 2015
Net income 1,597,809 1,209,581
Other comprehensive income :
Change in fair value (363,747) 81,535
Total comprehensive income - 1,234,062 1,291,116

The accompanying notes are an integral part of these financial statemement

9



9udg | g

(4 2y O By BN 0000 38,00 =

JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

STATEMENT OF SHAREHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Accumulated losses

Share Statutory Accumulated ; Unrealized Accumulated Toml ,
Note . ) Change Realized " i owners
capital reserve . L. profit losses * .
in_fair value equity
2016
January 1, 2016 9,100,000 1,368,478 (895,420) (2,503,851) 16,700  (2,487,151) 7,085,907
Net income
< - - - 1,597,809 - 1,597,809 1,597,809
for the year
Change in fair value 25 - - (363,747) - - (363,747)
SEnssE el - 201,160 . @OL160) - @OLIGD) -
reseve
December 31,2016 9,100,000 1,569,638  (1,259,167) (1,107,202) 16,700  (1,090,502) 8,319,969
2015
January 1, 2015 9,100,000 1,179,249 (976,955)  (3,524,203) 16,700  (3,507,503) (5,794,791)
Net income &
. - - - 1,209,581 - 1,209,581 1,209,581
for the year
Change in fair value 25 . - 81,535 3 - - 81,535
Transfer to statutory ) 189.229 ) (189,229) ) (189,229) )
reseve

December 31, 2015 9,100,000 1,368,478 (895,420) (2,503,851) 16,700  (2,487,151) 7,085,907

* The accumulated losses include unearned gain amounted to JD 16,700 which is
restricted under the instructions of Jordan Securities Commission ( JSC).

The accompanying notes are an integral part of these financial statements
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

2016 2015
Cash flow from operating activitics
Net income before tax 2,011,597 1,892,279
Adjustments on non-cash items :
Depreciation and amortization 119,893 103,314
Gain from sale of propérty and equipment (23,250) -
g‘ol:;ilrllfl;:[]t]nl::f:l;]lLtln;:::els designated of fair value through other 1.097 15,934
Net uncarned premium provision 162,406 1,160,037
Net outstanding claims provision 773,923 1,207,928
Net accounting provision (20,754) (58,930)
Compensation end of service provision 15,809 15,808
Allowance for doubtful accounts 50,000 154,107

Net cash avaliable from operating before changes in working capital items 3,090,721 4,490,477

Cheques under collection and notes receivable (4,689) (541,720)
Accounts receivable (268,507)  (1,872,880)
Accounts receivable from reinsurance (4.821) (377,248)
Other assets (6,010) (141,671)
Accounts payable 329,349 (356,801)
Accounts payables from reinsurers (L101,503)  (114,297)
Other payables 356,474 120,844
Net cash provided from operating activitics before tax 2,391,014 1,206,704
Income tax paid (525,437) -

Net cash provided from operating activities 1,865,577 1,206,704

The accompanying notes are an integral part of these financial statements

11
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

STATEMENT OF CASH FLOWS (continued)
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Cash flows from investements activities

Purchase of financial assets designated at fair value through
other comprehensive income

Purchase property and equipments
Proceeds from sale of property and equpmint
amortaized of intangible assets

Net cash used in investments activities

Net changes in cash and cash equivalent
Cash and cash equivalent , January |

Cash and cash equivalent , December 31

Note 2016 2015

- (144,490)

(250,515) (98,471)
59,000 -

= 21,670
(191,515) (221,291)
1,674,062 985,413
5,295,540 4,310,127

32 6,969,602

5,295,540

The accompanying notes arc an integral part of these financial statements
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JORDAN FRENCH INSURANCE COMPANY

INCOME AND EXPENSES OF LIFE INSURANCE BRANCH FOR THE YEARS ENDED
DECEMBER 31, 2016

2016 2015
Underwriting Premiums
Direct Business 1,402,604 1,346,956
Reinsurance Foreign Premiums Ceded - -
Gross Premiums 1,402,604 1,346,956
Reinsurance Foreign Premiums Ceded (759,841) (652,048)
Reinsurance Local Premiums Ceded . - -
Net Premiums 642,763 094,908
Beginning Balance
Beginning Balance Accounting Provision 540,944 659,541
Beginning Balance Reinsurance Share Ceded (232,791) (292,457)
Net Beginning Balance Accounting Provision 308,153 367,084
Ending Balance
Ending Balance Accounting Provision (528,461) (540,944)
Reinsurance Share Ceded 241,062 232,791
Net Ending Balance Accounting Provision o (287,399) (308,153)
Net Premiums Income Earned _ 063517 753,839
Paid Compensations (880,539) (640,568)
[ncurred and Matured Policies (8,710) (4,000)
Foreign Reinsurance share of Compensations Ceded 670,199 278,318
Net Paid Compensations (219,050) (366,250)
Ending Balance Claims Provision (111,212) (110,912)
Reinsurance share Ceded 91,970 87,229
Net Ending Balance Claims Provision (19,242) (23,683)
Beginning Balance Claims Provision 110,912 225,733
Reinsurance share Ceded (87,230 (179,086)
Net Opening Balance Claims Provision _ 23682 46,647
Net Claims Cost (214,610)  (343,286)
Net Premiums Income Earned
Subtract 663,517 753,839
Net Claims Cost (214,610) (343,286)
Add :
Earned Commissions 5,724 31,831
[ssuing Insurance Policies Service 27,056 53,474
Other Revenues 5,294 3,796
Total Revenues 38,074 89,101
Subtract
Paid Commissions (32,114) (16,261)
Underwriting Accounts Administrative Expenses (186,937) (163,779)
Other Expenses (45,626) (7,113)
Total Expenses (264,677) (187,153)
Underwriting Profit 222304 312,501

The accompanying notes are an integral part of these financial statements

13
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Profit (Loss) for the years ended December 31, 2015 and 2016
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JORDAN FRENCH INSURANCLE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

[. ORGANIZATION AND ACTIVITIES

Jordan French Insurance Company is a Jordanian public sharcholding Company (“the
Company?), was registered on March 20, 1976 under Commercial registration number (101).
The Company’s share capital is JD 9,100,000 divided into 9,100,000 shares, the par value is

one JD per share.

The Company engages in business of insurance in all kind.

A) Life Insurance:
- Life Insurance
-Pension Insurance
- Investments Insurance
- Perpetual Health insurance

B) General Insurance:

-Medical Insurance

-Marine and shipping insurance
-Flight Insurance

-Fire and property damage insurance
-Vehicles Insurance

-Accidents Insurance

-Responsibilty Insurance
-Assurance insurance

-support insurance

The board of director approved the accompanying financial statement at meeting which was
held onJanuary 9,2017 and its pending for approval from the General authority of'shareholders.

2. BASIS OF PREPARATION
These financial statements were prepared in accordance with the International Reporting
Financial Standards issued by The Board ol internatioal accounting standards and in accordance

with the local regulations and in accordance with the Insurance committee.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

The financial statements have been prepared on historical cost basis except for the financial
assets designated at fair value through comprehensive income statement and the financial
assets designated at fair value through other comprehesive icome that are stated at fair value as
of the date of financial statements. Moreover, reserved financial assets and financial liabilities

are stated at fair value.

The Financial statements have been presented by the Jordanian Dinar as it is the main currancy
of the company.

The followed policies for the year are the policies followed previous year, except for what has
been disclosed in the change of accounting policies.

Use of estimates

Preparation of the financial statements and application of the accounting policies require the
Companyss management to perform estimates and judgments that affect the amounts of the
financial assets and liabilities, and disclosures relating to contingent liabilities. These estimates
and judgments also affect revenues, expenses, provisions and changes in the fair value shown
within comprehensive income. In particular, management is required to issue significant
judgments to assess future cash flows and their timing. The above mentioned estimates are
based on several assumptions and factors with varying degrees of estimation and uncertainty.
Moreover, the actual results may differ from the estimates due to changes resulting from the

circumstances and situations of those estimates in the future.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

We believe that the estimates within the financial statements are reasonable, and the details are as

follows:

Management periodically evaluates the productive lives of tangible assets for the purpose of
calculating annual depreciation based on the general condition of those assets and the estimates
of their expected productive lives in the future. Any impairment loss is taken to the statement of

comprehensive income.

The Company allocates provision for doubtful debt after studying the ability of debt collection.
The Company allocates to each financial year its own income tax expense according to the applied

laws and regulation.

Provision is made allegations technical provisions is estimated based on technical studies and
fal
in accordance with the instructions of the Insurance Commission as the arithmetic provision is

calculated according 1o actuarial studies.

The Company allocates provision for the cases upload against it depending on the estimate of the

Company’s lawyer,

The management regularly reviews financial assets stated at cost to estimate any impairment
in value and are taking this decline in the income statement for the year.

3. NEW AND REVISED STANDARDS AND AMENDMENTS TO IFRSs IN ISSUE BUT
NOT YET EFFECTIVE:-

The following new standards and amendments to the standards have been issued but are not yet
effective and the Company intends to adopt these standards, where applicable, when they become

effective.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

New Standards Effective Date
(IFRS) No.9 — Financial Instruments January 1, 2018
(IFRS) No.[5 — Revenues from Customers Contract January 1, 2018
(IFRS) No.l16 — Leases January 1, 2019

Board of directors of the company is expecting that the application of these standards and interpretations

will not have a substantial impact on the Company’s (inancial statements.

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The sectoral report represents

The business sector represents a collection of assets and operation engaged together in providing
product or services subjected to risks and returns that are different from those of other business sectors,
which are measured according to the reports that are used by the executive director and the main

decision — markers in the Company.

Intangible assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less
accumulated amortization and accumulated impairment losses, Amortization is recognized on a
straight-line basis over their estimated uscful lives.

The estimated useful life and amortization method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being accounted for on a prospective basis.
Intangible assets with indefinite useful lives that are acquired separately are carried at cost less
accumulated impairment losses.

The amount initially recognised for internally-generated intangible assets is recognised in profit

or loss in the period in which it is incurred.

At the financial statement date, the Company reviews whether if there is any indication that the

assets have suffered an impairment loss.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBLR 31,2016
(EXPRESSED IN JORDANIAN DINAR)

Property and equipment

Property and equipment are stated at cost less accumulated depreciation. Expenditures on
maintenance and repairs are expensed. While expenditures for betterment are capitalized.
Depreciation is provided over the estimated useful lives of the applicable assets using the straight-
line method. The estimated rates of depreciation of the principal classes of assets are as follows:

Annual depreciation rate

Buildings 2%
Equipments, devices and furnituer 10-15%
Vehicle 15%
Compulter equipments and software 40%

Useful lives and the depreciation method are reviewed periodically to make sure that the method
and amortization  period appropriate with the expected economic  benefits of property  and
equipment.

Impairment test is performed to the value of the property and equipment that appears in the
interim Statement of Financial Position When any events or changes in circumstances shows
that this value is non-recoverable.

[n case of any indication to the low value, Impairment losses are calculated according to the policy
of the low value of the assets

At the exclusion of any subsequent property and equipment. recognize the value of gains or losses
resulting. Which represents the difference between the net proceeds of exclusion and the value of
the property and equipment that appears in the interim Statement of Financial Position. Gross
Profit and loss.

Investments in affiliated companies

Affiliates are those companies which the company has effective influence on decisions regarding
the financial and operating policies (as the company has no control) which the company owns
between 20% to 50% of the voting rights, and investments are shown in affiliated companies
under the equity method.

Income and Expenses arising from transactions between the Company and its affiliates are
excluded, and according to the company’s proportion of the contribution in these companies.

Financial assets at amortized cost

-Financial assets at amortized cost are the financial assets which the company management
indends according to its business model to hold to collect the contractual cash flows which
comprise the contractual cash flows that are solely payments of principal and interest on the
principal outstanding.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

- Financial assets at amortized cost are recorded at cost upon purchase plus acquisition expenses.
Moreever, the issue premium\discount is amortized using the effective interest ratenmethod, and
recorded to interest or in its account. Any allocations resulting [rom the decline in value of these
investments leading to the inability to recover the investment or part thereof are recorded, and any
impairment is registered in the statement of income.

-Impairment in financial assets recorded at amortizied cost is determined on the basis of the
difference between the book value and the present value of the expected cash flows discounted at
the effective interest rate.

Financial assets designated at fair value through statement of comprehensive income

Financial assets are classified as at fair value through statement of income when the financial
asset is either held for trading or it is designated as at fair value through statement of income .A
financial asset is classified as held for trading if:

o It has been acquired principally for the purpose of selling it in the near term; or

e On initial recognition it is part of a portfolio of identified financial instruments that the
Company manages together and has a recent actual pattern of short-term profit-taking; or

e Itisa derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at fair value
through statement of income upon initial recognition if:

o Such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

e The financial asset forms part of a group of financial assets or financial liabilities or both,
which is managed and its performance is evaluated on a fair value basis, in accordance with
the Company’s documented risk management or investment strategy, and information about
the grouping is provided internally on that basis; or

e It forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset or
liability) to be designated as at fair value through statement of income.

Financial assets at fair value through statement of income are stated at fair value, with any gains
or losses arising on remeasurement recognised in profit or loss. The net gain or loss recognised in
profit or loss incorporates any dividend or interest earned on the financial asset and is included in
the ‘other gains and losses’ line item in the income statement.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 3 [,2016
(EXPRESSED IN JORDANIAN DINAR)

Reclassification

Financial assets from amortized cost may be re-classified to financial assets at fair value through
the income statement and vice versa only when the entity changes the business model that was
classified on basis of those assets, taking into consideration the following:

Profits or losses or benefits that has been recognized previously may not be recoverede

* When re-classification of financial assets so (hat they are measured at fair value the fair value
is then determined at the date of reclassification, any gain or loss arising from the difference

between the previously recorded value and fair value in the income statement are classified.

Financial assets specified at fair value through statement of other comprehensive income
Specific financial assets at fair value through statement of other comprehensive income are non-
derivative financial assets, the purpose of the acquisition is to keep them as available for sale until
the date of maturity, not for trading.

Differences inthe change in fair value of financial  assets specified at  fair  value
through other comprehensive  income statement are recorded inother  comprehensive
income statement.

Financial assets specified at fair value through statement of other comprehensive income that is
have a market prices stated at fair value after deducting any accumulated Impairment losses in its
fair value.

Financial assets specified at fair value through statement of other comprehensive income that is
do not have a market prices and cannot determine the fair value stated at cost and any Decline in
its value recorded in other comprehensive income statement.

Profits and  losses  resulting  from differences  of foreign  currency translation  for
the debt instrumentsare recorded within (he financial ~ assets specified at  fair  value
through other comprehensive income statement in the statement of other comprehensive income,
while differences from foreign currency translation for the debt instruments are recorded in the
accumulated change in fair value in owners’ equity.

The Decline in value of the financial assets
In date of each statement of financial position, values of the financial assets have been reviewed ,
to determine if there indication to decline in its value.

As for the financial assets such as trade accounts receivable and assets was evaluated as individual
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

low-value , were evaluated for the decline in the value on a collective basis. The substantive
evidence for decline in portfolio of the accounts receivable includes the past experience about the
collection of payments. And the increase in the number of the late payments portfolio (which it’s
beyond the rate of borrowing Jalso it includes the significant changes in the international and local
economic conditions that are related with non-collection of accounts payable.

The Reduce in the listed value of the financial assets is the amount of loss decline of value
directly. And this is for all the financial assets except the trade accounts receivable as the listed
value had been reduced by provisions accounts . when is one of the accounts receivables are non-
collected then write off the amount of this debt and the equal amount from account of provisions.

The changes in the listed value for the provisions account recognized in statement oficomprehensive

income.

As for the ownership equity tools which are available for sale , decline losses are not closed in
the recognized value in the statement of comprehansive income. However any increase in the fair
value become after decline loss has recognized directly in statement of owner’s equity.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
_(EXPRESSED IN JORDANIAN DINAR)

Offsetting

Financial assets and financial liabilities are offset, and the net amount is reflected in the stalement
of financial position only when there are legal rights to offset the recognized amounts, the Bank
intends to settle them on a net basis, or assets are realized and liabilities settled simultaneously.

Recognition date of the financial assets
the purchase and selling of financial assets is recognized on the date of trading (the date of the
company’s commitment to purchase or sell financial assels).

Fair Value

Closing market prices (acquiring assets/selling liabilities) in active market at the date of the
financial statement represent the fair value of the financial derivatives traded. In case declared
market prices do not exist , active trading for some financial assets and derivatives is not available,

or the market is inactive, fair value is estimated by one of several method including the following:

- Comparison with the market value of another financial asset with similar terms and conditions.
- Analysis of the present value of expected future cash flows for similar instruments.
-Adoption of the option pricing model,

Accounts reinsurerse

The shares of reinsurers is calculated from insurance premiums and paid compensations and
technical provisions and all rights and obligations arising from the re-insurance based on contracts
between the company and reinsurers, according to the accrual basis.

Cash and cash equivalents
Cash and cash equivalents include cash, demand deposits, and highly liquid investments with
original maturities of three months or less, and which are not exposed to a significant risk of value change.

Income Tax
Income tax expenses represent acrrued taxes and deferred taxes,

Accrued Taxes

-Income tax expenses are accounted on the basis of taxable income.Moreover taxable income
differs from income declared in the financial statements because the latter includes non-taxable
revenue or tax expenses not deductible in the current year but deductible in subsequent years,
accumulated losses acceptable by the tax authorities, as well as unallowable and non-taxable

items.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

~Taxes are calculated on the basis of the tax rates prescribed according to the prevailing laws,
regulations, and instructions in jordan.

Deferred Taxes

-Deferred taxes are taxes expected to be paid or recovered as aresult of temporary timing differences
between the value of the assets and liabilities in the financial statements and the value of the
taxable amount.Moreover, deferred taxes are calculated according to the statement of financial
position liability method based on the tax rates expected to be appliedat the tax settlement date or
the realization of the deferred tax assets and liabilities.

“The balances of deferred tax assets and liabilities are reviewed at the statement of financial
position date and reduced in case they are expected not to be utilized or are no longer needed,

wholly or partially.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2016
(EXPRESSED IN JORDANIAN DINAR)

Foreign currency translation

Foreign currency transactions are translated into Jordanian Dinar at the rates of exchange
prevailing at the time of the transactions, Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are translated at the exchange rates prevailing at that date,
Gains and losses from settlement and translation of foreign currency (ransactions are included in

the statement of comprehensive income.

Provisions
Provisions are recognised when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Company will be required to settle the obligation, and

reliable estimate can be made regarding the amount of the obligation.

The amount recognised as provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured using the cash flow estimated to settle
the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognised an asset if it is virtually certain that

reimbursement will be received and the amount of the receivable can be measured reliably.

Technical Provisions
Technical Provisions are taken and maintained according to the regulations of the insurance

commision as follows:

1. The provision unearned premiums for general insurance activities is calculated according to
the remaining up to the expiry date of the insurance policy after the financial statements date on
the basis of a (365) day year except for marine and land transport insurance for which provision
is calculated on the basis of written premiums of the policies issued on the date of financial

statements according to laws, regulations and instructions issued for this purpose.

2. The provision for reported claims is computed by determining the maximum total expected

costs for each claim on an individual basis.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

3. Additional provisions for incurred but not reported claims are calculated based on the company’s
experience and estimates so as to meet any obligations that might arise due to events that took

place prior to the end of fiscal year but have not been reported to the company.

Provision for doubtful debts
A provision for doubtful debts is taken when there is objective evidence that whole or part of these
debts has become irrecoverable. The provision is calculated as the difference between the book

value and recoverable value.

End of service inlemnity provision
End of service inlemnity provision is calculated based on the internal regulations prepared by the

company in accordance with jordanian campanies law.
Annual compensations paid to terminated employees are charged at the end-of-service indemnity

provision when paid. Moreover, an allowance for the company’s liabilities in connection with

end-of-service compensations is taken to the statement of income.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Cost of issuance or purchase of shares of the insurance company

Any costs resulting from the issuance or purchase of shares of the insurance company are set
on retained earnings(set in net value after tax impact to these costs if they occur) If the issuance
or purchase process has not been completed then these costs are recognized as expenses on the
income statement.

Revenue Recognition

-Insurance Contracts

Insurance premiums arising from insurance contracts are recorded as revenue for the year (earned
insurance premiums) on the basis of the maturities of time periods and in accordance with the
insurance coverage periods. Insurance premiums from the insurance contracts unearned at the
date of the statement of financial position are recorded as unearned insurance premiums within
liabilities.

Claims and incurred losses settlement expenses are recorded in the statement of income based on
the expected liability amount of the compensation relating to the insurance policyholders or other
affected parties.

- Dividends and Interest
Dividends from investments are recorded when the right of the shareholder to receive dividends
arises upon the related resolution of the general assembly of shareholders.

Interest income is calculated according to the accrual basis based on the maturities of the time
periods, original principals, and earned interest rate.

Rental Income
Rental income from investment properties is recognized in statement of income on a straight line
basis over the term of operating lease and the advances amd unearned portion of the rental income

is recognized as a liability.

Expense Recognition
all commissions and other costs relating to the acquisition of new or renewed insurance policies
are amortized in the statement of income upon their occurrence. Other expenses are recognized

on the accrual basis.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Insurance Compensation
Insurance compensations represent the claims during the period and the change in the claims

provision.

The insurance compensations represent all the amounts paid during the year whether they relate to
the current year or previous ycars. Moreover, outstanding claims represent the highest estimated
amount for the settlement of all claims resulting from events that took place prior to the statement
of financial position date but were still unsettled at that date. Moreover, outstanding claims are
calculated on the basis of the best information available at the date of financial statements and

include the incurred but not reported claims provision..

Salvage and Subrogation Reimbursements
Estimates of salvage and subrogation reimbursements are considered as an allowance in the

measurement of the insurance liability of claims.

General and Administrative Expenses

All distributable general and administrative expenses are loaded on insurance branches separately,
Moreover (80%) the general and administrative expenses have been allocated to the various
insurance departments o the basis of the earned premiums of each department in proportion to

total premiums.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Employees Expenses

All distributable employee’s expenses are reloaded on insurance branches separately.Morcover,
80% of the cimployee’s expenses have been allocated to the various insurance departments on the
basis of the earned premiums of each department in proportion to total premiums.

Acquisition Costs of Insurance Policies
Acquisitions costs represent the costs incurred by the company againsts selling,underwriting, or
starting new insurance contracts. The acquisition costs are recorded in the statement of income.

Mortgaged Financial Assets

It is those financial assets pledged in favor of other parties with a right of the other party to dispose
of them (selling or re-mortgage). Evaluation of these assets will continue in accordance with the
adopted accounting policies according to each of their orginal classifications.

Liability Adequacy Test

At each reporting date, liability adequacy tests are performed to ensure the adequacy of insurance
contract liabilities, The group makes use of the best estimates of future contractual cash Hows
and claims handling and adminstration expenses, as well as investment income from the assets
backing such liabilities in evaluating the liability.Any deficiency is immediately charged to the
statement of income.

5. BANK DEPOSITS

) Deposits maturing Deposits
Deposits . maturing after
. . for more than a
maturing within more than a Total
month and up to
a month month and a
three months year
2016 2015
In Jordan :
J .dC
orean 6,362,204 - 325,000 6687204  4927,527
Kuwait Bank
6,362,204 - 325,000 6,687,204 4,927,527

The interest rates on deposits in Jordan Dinar ranged from 3% to 5%.

Moreover deposits collateralized against a bank guarantee issued to the order of the director of' the
insurance commission in addition to his position amounted to 325,000 at Jordan Kuwait Bank as
of December 31, 2016 (2015:325,000 JD).

31



9oudeD | (@
(M ol B g2 B V1 B8, -

JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

6. FINANCIAL ASSETS AT FAIR VALUE THROUGH THE INCOME STATEMENT

Financial assets at fair value through the income statement which been classified upon

initial recognition as follows:

2016 2015
Stock listed at Amman stock exchange 11,453 12,550 -
l_l 453 12,5;5[_)

7. FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH OTHER

COMPREHENSIVE INCOME

2016 2015
Inside Jordan
Listed stocks 1,481,145 1,820,428
Unlisted stocks 849,072 854,050
2.330,217 2,674,478
Outside Jordan
Stock listed at foreign market 328,674 348,160
Total 2,658,891 3,022,638
2016 2015
Amman International Center for Trading Improvement (L.L.C) 10,000 10,000
Specialized for real estate investment and improvement. 839,072 844,050
849,072 854,050
8. REALESTATE INVESTMENT
2016 2015
Shmesani land 758,500 758,500
Shmesani building 480,390 480,390
Loss : accumulated depreciation 24,019 14,411
1,214,871 _1,224479

The Company has re-evaluated Real Estates Investments in Januray 23, 2016 by Real Estate
experts in accordance with the regulations of the Insurance commitiee and the international
statndards amounted 2,762,614 JD and it resulted in an excess of 1,547,743 ID, as a a result of
changes that occurred on the adjustment of the use of the building to the land (2964).
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

9. CASH AND CASH AT BANKS

2016 2015

Cash on hand 43,619 16,427
Cash at bank 2,432,092 4,697,294
2,475,711 4,713,721

10. CHEQUES UNDER COLLECTION AND NOTES RECEIVABLES

2016 2015
Cheques under collection 1,089,332 532,734
Notes receivables 75,744 627,653
1,165,076 1,160,387
The cheques under collection maturing date up to June 30, 2017.
1. NET - ACCOUNTS RECEIVABLE
2016 2015
Policy holders 0,744,138 9,444,477
Agents 399,585 267,472
Brokers 42,257 120,500
Employees 87,334 48,472
Others 106,166 230,052
Allowance for doubtful account (1,100,000) (1,050,000)
N 9,279,480 9,060,973
The transaction on of allowance for doubtful account is as [ollows
2016 2015
Beginning balance 1,050,000 895,893
Additions during the year 181,147 154,107
Disposals (131,147)
Ending balance ~ 1,100,000 1,050,000

12. REINSURANCE COMPANIES ACCOUNTS - DEBIT

2016 2015
Local insurance company 1,461,578 1,238,322
Foreign reinsurance company 1,383,404 1,601,899
Allowance for reinsurance account (800,000) {(800,000)
2,045042 2,040,221
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13, INCOME TAX
A. Deferred Tax Assets
The Details Of this item is as Follow :
2016 2015
Bf:gummg Amounts The BHIHI‘IC{;:, Deferred Deferred
of the year amounts  end of
released tax tax
balance added year
Accounts covered
1. Deferred tax assets
Unreported claims 1,646,292 - $33,274 2,479,566 199,986 24,257
Allowance for doubtful 1,800,063 - 50,000 1,850,063 12,000 25,000
Provision Forend-af-service 308287 - 15,809 324,096 3,794 1,532
indemnity
Accumulated Loss - - - - - (345,054)
Total 3,754,642 - 899,083 4,653,725 215,780 (294,265)

The transaction of deferred tax assets was as follows

2016 2015
Assets Liability Assels Liability
Balance at the begging at the year 901,114 - 1,195,379 -
Additions 215,780 - (294,265) -
Balance at year end J,I 16,894 = ) ?0] 14 &

The differed tax asset has been taken by 24% of various allowances, which is refundable at the
opinion at management.

B- Income tax provision

Transaction on the income tax provision was as follows:

2016 2015
Balance beginning of the year 394 850 8,995
Income tax paid (525,437) £
Provision for the year 629,568 385,855
498,981 394,850

- A tax settlement has been reached for income tax up to end of year 2014,
- In the opinion of managment and tax consultant the tax provision is sufficient.
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The income tax is represented as follows:

2016 2015
Income tax for the year's profit * (629,568) (551.764)
Deferred Tax Assels 215,780 (130.934)
(413,788) (682,698)

*Summary of the reconciliation of accounting profit with taxable profit:

2016 2015
Accounting profit 2,011,597 1,892,279
Profit not subject to tax (66,905) (103,559)
Non — deductible tax expenses 678,508 510,295
Taxable profit 2,623,200 2,299,015
Income tax _ 629,568 551,764
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JORDAN FRENCIH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2016
_(EXPRESSED IN JORDANIAN DINAR)

14. PROPERTY AND EQUIPMENT — NET

Equipment
Lands  Buildings * and Vehicles  Computers Total
furniture’s

o
o
=
N

Cost

Balance at the beginni
alance at the begNg g 13900 949,000 291486 271,733 266,641 2,692,850
of the year

Additions - 9,988 14,291 165,500 60,736 250,515

Disposals - - - (95,000) - (95,000)

Balance:at thesend of the
flance attheend 0LIIC 6 3 900 959,078 305,777 342,233 327377 2,848,365
year

Accumulated
depreciation

Accumulated
Depreciation - 336,437 225,578 201,846 226,425 990,286
- begining of the year

Depreciation of the year - 19,082 11,451 30,726 49,026 110,285

Disposals - - - (59,250) - (59,250)

Accumulated Depreciati
Acelimulited Depreciation. 355519 237,029 173322 275451 1041321
- End of the year

Property and Equipment
roperty and Equipment o 5 g0 03550 68,748 168911 51926 1,807,044
net book value
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Buildines Equipment

2015 Lands N & and Vehicles Computers  Total
furniture's

Cost
Balance at the beginning of the year 913,900 934,090 262,452 271,733 212,483 2,594,658
Additions = 15,000 29,034 - 54,437 98,471
Disposals - - - - (279) (279)
Balance at the end of the year 013,900 949,090 291,486 271,733 266,641 2,692,850

Accumulated Depreciation

Accumulated Depreciation - begining of

- 317,454 215248 172,739 191,417 896,858
the year

Depreciation of the year = 18,983 10,330 29,107 35,287 93,707

Disposals - = - - (279) (279)

Accumulated Depreciation - End of the
year

= 336,437 225,578 201,846 226,425 990,286

Property and Equipment net book value 913,900 612,653 65,908 69,887 40,216 1,702,564

Among the buildings, there is a first-class mortgage on a building that belongs to the company in
which its book value amounts 598,900 JD for bank facilities granted by The Jordan Kuwait Bank
. The mortgage amounts 1,500,000 JD which has been referred to in note (17).
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

15. OTHER ASSETS

Prepaid expenses
Refundeable deposits
Other

16. NET ACCOUNTING PROVISION

Net accouting provision

17. BANKS OVERDRAFT

Inside Jordan :
Jordan kuwait Bank

2016 2015
761,628 754,791
10,262 10,262
54,546 55,373
826,436 820,426
2016 2015
287,399 308,153
287399 308,153
2016 2015
2,193,313 2,095,708
2193313 2,095,708

Bank Overdrafls are presented by the banck facilities granted by The Jordan Kuwait Bank
as a current account ceiling of 2,250,000 JD with an average interest of 2%.

18. ACCOUNTS PAYABLE

Policyholders
Agents payable
Associale company
Employees payable
Brokers

Deferred Cheques
Others

38

2016 2015
638,769 265,330
59,919 43,863
30,050 454,493
10,110 10,669
38,638 65,089

2,636,667 2,253,487
139,876 131,749

3,554,029 3,224,680
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19. REINSURERS ACCOUNTS PAYBLE

* Transaction on differet provisions is as followes:-

Balance at the

beginning of the year

Charged
durring the year

Paid dwrring
the year

2016 2015
Local insurance companies 27,413 93,164
Foreign reinsurers companics 1,870,672 2,906,424
1,898,085 2,999,588
20. MISELLANEOUS PROVISIONS
This item consists of the following:
2016 2015
*Provision For end-off-services indemnity 328,047 312,238
328,047 312,238

Balance at ending
of the year

Provision for end of

service indemnity ks H,208 ) SR04
32238 5809 - 328,047
21, OTHER PAYEBLES
2016 2015

Unearned revenue 72,335 47,175
Shareholders deposits 60,065 60,195
Governmental deposits 515,443 196,051
Clients deposit from accidents and others 43,439 31,387

691,282 334,808

22. PAID IN CAPITAL

Authotized and paid capital amounted to JD 9,100,000 distributed over 9,100,000 shares, the
parvalue of each share is JD | as of December 31, 2016 compared to the paid capital 9,100,000
JD as of December 31, 2015 divided into 9,100,000 JD each for | JD.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

23. STATUTORY RESERVE

In accordance with the Companies’ Law in the Hashemite Kingdom of Jordan and the
Company’s Atticle of Association, the Company has established a statutory reserve by the
appropriation of 10% of net income until the reserve equals 25% of the capital. However, the
Company may, with the approval of the General Assembly continue deducting this annual
ratio until this reserve is equal to the subscribed capital of the Company in full. This reserve is
not available for dividends distribution.

24, ACCUMULATED CHANGE IN FAIR VALUE

2016 2015
Beginning balance (895,420) (976,955)
Change during the year (363,747) 81,533
Net change during the year B (363,747) 81,535
Ending balance (1,259,167) (895,420)
25. ACCUMULATED LOSSES
2016 2015
Balance at the beginning of the year (2,487,151) (3,507,503)
Net income for the year 1,597,809 1,209,581
Trasferred to statury reserves (201,160) (189,229)
(1,090,502) (2,487,151)
26, INTEREST INCOME
2016 2015
Interest Revenue 128,197 106,632 B
128,197 106,632
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

27. NET PROFIT FROM FINANCIAL ASSETS AND INVESTMENTS

2016 2015
]I:;\(f:l,:tle dividends from financial assets designated through 22,590 114344
Unrealized (losses) / gain from financial assets designated (1,097) (1,675)
Net Losses [“rom seeling i.inm_lcial assels at fair vaule through ) (78.888)
statement of comprehensive income '
21,493 33,781
28. OTHER REVENUE
2016 2015
Currancy exchenge diffrences (1,351) (4,783)
Revenue fom sale of non-current assets 23,250 z
Rent Reveunes 42,000 42,000
Other revenue (9,008) 9,687
Amount transterred to income statement 54,891 46,904 B
29. EMPLOYEES EXPENSES
2016 2015
Salaries and bonuses 2,391,041 2,104,046
Provident [und 200,281 177,406
End — off service indemnity 15,809 15,808
Company contribution to social security 275,329 240,293
Travel and transportations 103,405 101,987
Medical expenses 127,058 114,825
3,112,923 2,754,365
Employes expenses distributed to initial performance bond 2,490,338 2,203,492
Employes expenses not distributed to initial performance bond 622,585 550,873
Total 3,112,923 2,754,365
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30, GENERAL AND ADMINISTRATIVE
2016 2015
Rent 49,989 29,465
Stationary and printing 45,740 33,574
Advertisement 37,917 112,749
Bank fees 13,982 13,637
Bank commission 107,725 116,783
Electricity, water and heating 51,612 49277
Maintenance 45,263 28,950
Post and telephone 40,016 43,630
Legal and consultation fees 282,892 69,717
Hospitality 29,201 24,776
Subscriptions 8,699 8,663
Board of dircctors transportation expenses 44,930 45,525
Government and others fees 148,158 126,798
Insurance expenses 10,731 10,675
Business insurance fees 179,279 177,833
Non deductable tax 29,614 74,633
Launched retained installments interest 35,943 28,708
Computer preparation expenses 1,129 178
Cleaning preparation 21,269 18,087
Security Expenses 10,510 12,685
Scientific Research And Vocational Training 27,634 19,614
Vehicles Expenses 10,448 9,797
Compensation for the affected by car accident 29,959 44,690
Other expenses * 42,808 39,047
Total And Allocated As Follow 1.395,4£ o 1L139491
Il?f;illij]l:;z,l :&fioiix:;inistrative expenses allocated to 1,044,358 911.593
I,O:,?:(ii11\2-1;[:[“{;];161?;i!t]siStmtivc expenses unallocated 261,090 227,898
Total 1,305,448 1,139,491
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*OTHER EXPENSES

2016 2015
Uniforms For Employees 4,992 50
Stamps 1,605 3,057
Tender Expenses 2,117 2,265
Donations 15,520 14,650
Collecting Expenses 9,083 12,135
Miscellaneous 9,491 6,890

42,808 39,047

31. EARNING PER SHARE

2016 2015
Net income lor the year 1,597,809 1,209,581
Weighted average number of shares 9,100,000 9,100,000
Earning Per Share 0,18 0.13

32. CASH AND CASH EQUIVALENTS

2016 2015
Cash on hand and at the ba;{lk 2,475,711 2,463,721
Addition: Deposits At Banks maturing
‘[\gtsgi'nl)l“éefo'%ﬁ% hs?m-uurlin within !irec pomn A o
e ‘ UG 2,193,313 2,095,708
Net cash and cash equivalents 6,969,602 5,295,540

33. RELATED PARTY TRANSACTIONS

The Company’s transacted with the allied company, major shareholder, the Board of Directors,
and the management within the company’s main activities using commercial interest rates.
All deferred sale account receivables and funds granted to related parties are effective and no

provision was allocated.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

The terms of the balance sheet:
Accounts receivable (major shareholders) **

The terms of the income stalement:
Underwriting premiums (major shareholders)
Discontinued compensation (major shareholders)

F:f f (‘}lﬂ‘ =
QAL ) (]
(2 & ) w2y A0 B850 E@
2016 2015
3,405,341 3,943,096
4,448,183 5,359,308
2,589,849 469,494

#The Affiliated company present Jordanian for management and consultation company.

## The major shareholders presend Jordan army force

##% The account payable item present obligation for the specialized for medical expenses
management (L.L.C) which is owned from the affiliated company the jordanian for management

and consultation company.

~The specialized for medical expenses management (1..L.C) engaged auditing the medical
claim and medical claim through the year 2015 amounted to JD 273,171 for the company.

-Top executive management and board of dorector ( salary,bonuses, and other benefits) are as

follows:

Salaries and bonuses charged by senior management

The transportations of the members of the Board of Directors instead

2016 2015
395,193 379,632
45,500

45,500
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34, OTHER FEES

2016 2015
Other fees 868,090 663,582
- 868,090 663,582

35. RISK MANAGEMENT

The company manages various risk through placed a comprehensive strategy identifies risks
and ways to address them, mitigate and through the unit to the Risk Committee and the
Investment Committee where the risks are reviewed and adopt the necessary measures (o
face it and work to reduce and limit them. Add to that all the work centers responsible for
identifying the risks related to their activity and to develop appropriate controls and monitor
the effectiveness of continuity. The Company is exposed to insurance risk and credit risk,
liquidity risk and market risk.

The risk management process

It is the company’s management that is responsible for identifying and controlling risk, and
in addition to that there are several others responsible for the company’s risk management
process.

Risk measurement and reporting systems

The risk monitoring and control is through control limits for each type of risk types and that
these limits reflect the company’s business strategy and various market factors surrounding,
Information is collected from the company’s various departments and analysis to identify the
potential risks that may arise from them.

It was presented and explained this information on the company’s board.

Internal audit

The risk management audits annually by the Internal Audit Department, and by examining all
the measures taken and the extent of compliance with the required procedures. The Internal
Audit Department to discuss the audit results with the company’s management, and are
presented the results of its work to the Audit Committee.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 20106
(EXPRESSED IN JORDANIAN DINAR)

Iirst: Deseriptive Disclosures:
Risk management is the evaluation of the risk process of measurement and development of
strategies lo manage it . these strategies include the transfer of risks to another party , avoiding
and mitigating their adverse elfect on the company , in addition to accepting the related
consequences partially or wholly .
o
Insurance risk
It includes insurance contract, pricing and risk diagnosis and classification and measurement of
risk and also includes compensation for risk and exposure to disasters political and economic

considerations risks

Risks of political and economic considerations

The company being a public company will be affected by the overall political and economic
factors associated with Jordan and with all laws and regulations and legislation in Jordan, and
for jordan’s correlation with its neighboring countries, the political stability and economic and

social factors have direct impact on Jordan,
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NOTES TO THE FINANCIAL STATEMENTS
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Credit risk and concentration on assets

The practice of the company’s insurance business exposes the company to many risks,
including the credit risk resulting from the failure or inability of debtors to fulfill their
obligations towards the company resulting in case it happens to realized losses. Therefore,
the most important duties of the Department of Finance in the company is to make sure these
risks as not to exceed the specified general framework previously in the company’s policy that
works to balance risk and return.

As the company’s management is working to control credit risk where the credit standing of
the clients and customers on a regular basis in accordance with the evaluation system assessed,
either the focus on risk assets are processed through the distribution of the company’s portfolio
on a global reinsurers from

first class to ensure the distribution of the risks minimal.

Interest Rate Risks:

[nterest rate risks relate to long-term bond deposits, development bonds, and other deposits.
Moreover, the company always cndeavors to mitigate there risks through monitoring the
changes in interest rates in the

market nterest rate risks relate to fixed deposits at banks and overdralts accounts.

Foreign Currencies Risk
Foreign currencies risks are the risks resulting from the fluctuations in the value of the financial
instruments due to the changes in the exchange rates of foreign currencies.

Liquidity Risk

The company’s management follows a suitable system for the management of risks relating to
short-term and long-term financing. This is performed through maintaining proper reserves,
actual monitoring of the expected cash flows, and comparing the maturities of assets, on one
hand, the financial liabilities and technical obligations, on the other.

Stock Market Risk

Since the company conducting investment activities in stock then it is necessary to analyze
the performance of the stock market where the stock market in Jordan is one of the emerging
markets, therefore dealing with it can cause into a liquidity squeeze risk.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Second: Quantitative Disclosures

1- INSURANCE RISK

Risk ofany insurance policy represent the probability of occurrence of the insured accident
and the uncertainty of the related claim amount due to the nature of the insurance policy
whereby the risks are volatile and unexpected in connection with insuranee policies of
a certain insurance class. As regards the application of the probability theory on pricing
and the reserve ,

the primary risks facing the company are that incurred claims and the related payment
may exceed the book value of the insurance obligation . this may happen if the probability
and risks of claims are greater than expected . as insurance accident are unstable and vary
from one year to another , estimates may differ from the related statics.

Studies have shown that the more similar the insurance policies are the nearer expectations
are to the actual loss.Moreover, diversifying the types of insurance risks covered decreases

probability of the overall insurance loss.

Fire and other damage to property

The purpose of the Property Insurance compensate policyholders for damage caused to
their real estate or for lost real estate value. And also policyholders can catch compensation
for loss of earnings due to the inability to use the insured properties.

The main risks for real estate insurance contracts are fire and business interruption as the
company in recent years has issued policies for properties containing fire alarm equipment.
The conclusion of insurance contracts on the basis of the replacement for value of real
estates and its content insured, cost of reconstruction of the real estate and providing
alternatives to the content and the time required to restart the discontinued operations is
considered as the main factors, that affect the size of the claims for the company’s cover
from reinsurance companies to limit the damage whether at the level of the low and great
values and ratios that provide the required protection and its clients.

Vehicles

The purpose of vehicle insurance is to compensate policyholders from damage caused
to their vehicles or responsibility against third parties arising from the accident. Also
policyholders can catch compensation for combustion or steal their vehicles.

As for motor the main risks are claims for death and personal injuries and the replacement
or repair of automobiles. The Company has cover from reinsurers to cover losses both
at the level of the low and large values and ratios provide the required protection for
businesses and their customers notification. The amounts to be paid in compensation for
deaths and to injured and replacement costs of cars are the main factors affecting the level
of claims.
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Marine and transportation insurance

As for marine and transportation insurance that are considered the main risk in the loss
or damage of the marine and land units and accidents resulting in fotal or partial loss of
goods.

the purpose of marine and transport insurance is compensatating insurance policies for
damaged that arises [rom the loss or damaged sea and land units and accidents at sea and
land, which produces partial or total loss of goods.

The strategy followed for the marine and transportation insurance sector is to ensure that
policies arc varied regarding shipping, land and roads covered by insurance. the Company
has cover from reinsurers to cover losses both at the level of the low and great values and
provided ratios that require protection for businesses and their clients.

Medical Insurance

[ncludes the insured losses when damage is caused by illness or disability and is followed
by providing fixed financial benefits or benefits in the form of compensation or a
combination of both benefits that the company has the intention of providing cover from
reinsurance companies to reduce this risk.
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JORDAN FRENCH INSURANCLE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

2- THE EVOLUTION OF ALLEGATIONS

Tables below show the actual allegations (based on management’s estimates at the end of the
year), compared to expectations for the past four years on the basis of the year that have been
reported by the claim for insurance cars and on the basis of the year in which the insurance was
underwritten to other general Insurance and branches of life insurance, as follows:

TOTAL - VEHICLES:-
2012 and

Accident year y 2013 2014 2015 20106 Total
before :
As at year end 067212 278,443 399,720 1,034 418 2813914 5,493,707
Afler a years 1,010,382 354,707 559473 1,349,071 - 3,273,633
After two years 1,067,550 418,621 604,530 - = 2,090,701
Alter three years. 1,167,014 506,434 - - 1,673,448
After four years 1,211,121 - - - 211,121
Surplusideficit (243,909) (227,991) (204,810) (314,653) (991,363)
Aoouninlited Gt Clalmsy 211,121 506434 604,530 1,349,071 2813914 6485070
estimation
Accumulated payments 335,361 196,274 (33,399) (2,328,873) (520,318) (2,350,955)
Unreported claims - = 107,500 215,000 1,827,500 2,150,000
S};gf“““” A8 ISR CalAnge 875760 310,160 530429 3462944 1,506,732 6,686,025
TOTAL - MARINE AND TRANSPORT:-
Accident year 2012 and before 2013 2014 2015 2016 Total
As al year end 92,108 5,500 35,000 37,000 312,537 482,145
After a years 92,108 6,500 35,000 200,780 - 334,388
After two years 92,108 6,500 35,000 - - 133,608
After three years 92,108 6,500 - - - 98,608
After four years 92,108 - - - - 02,108
Surplus\deficit - (1,000) - (163,780) - (164,780)
seoMilled cllied 92,108 6,500 35000 200,780 312,537 646,925
Claims estimation
Accumulated (384,209)  (30,500)  (2,500) 190,280 178,579  (48,350)
payments
Unreported claims - - 2,500 5,000 42,500 50,000
Obligation as itshown  5c 417 37,000 35,000 5,500 91,458 645,275

in balance sheet
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TOTAL - AVIATION:-
2012 and

Accident year 8 2013 2014 2015 2016 Total
before

As at year end s 2 - s . .
Aller a years - = : . . .
After two years 2 - - . . _
After three years - . - ’ - B,
After four years . . - - - -
Surplus\deficit - - - - - _
Accumulated current Claims estimation - = S = - -
Accumulated payments - - = = 2 E
Unreported claims = = 2 = = =

Obligation as it shown in balance sheet - - - 5 . "

TOTAL - FIRE AND OTHER INSURANCE :-

Accident year nnﬁ(lljltj‘um 2013 2014 2015 2016 Total
As at year end 1,244,587 9,565 38,036 40,187 87,063 1,419,438
Afler a years 1,316,187 12,565 44,358 48,208 - 1,421,318
After two years 1,316,187 12,765 44,403 - - 1,373,355
After three years 1,317,937 13,340 - - - 1:331.277
After four years 1,317,937 - - - - 1,317,937
Surplus\deficit (73,350)  (3,775) (6,367) (8,021) - 91,513)
Accumulated current Claims estimation 1,317,937 13,340 44,403 48,208 87,063 1,510,951
Accumulated payments 73,977 (67.824) 3403  (6,023) (69,800) (66,267)
Unreported claims - - 5,000 10,000 85,000 100,000

Obligation as it shown in balance sheet 1,243,960 81,164 36,000 44,231 71,863 1,477,218
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

TOTAL-OTHER BRANCHES:-
Accident year 2012 and before 2013 2014 2015 2016 total

As at year end - - 3 = s -
Afller a years e % - . - ;

Aller two years - - - - - -

Aller three years 505 - - - - 505
Afller four years 505 - - - - 505
Surplusideficit - - - - - -
ifﬁig:;ﬁmd current Claims 505 ) i ) i 505
Accumulated payments 505 - (3,036) (18,377) (341) (21,249)
Unreported claims - - 500 1,000 8,500 10,000
g]lil;[gmlon as it shown in balance ) i 3536 24377 3841 31,754

TOTAL - RESPONSIBILITY:-

Accident year 2012 and before 2013 2014 2015 2016 Total
As at year end 78,943 7,000 - 180 31,432 117,555
After a years 78,943 7,000 . 180 - 86,123
After two years 78,943 7,000 - - - 85,943
Alter three years 78,943 17,000 - - - 95,943
After four years 78,943 - - - - 78,943
Surplus\deficit - (10,000) - - - (10,000)
i Claims 78,943 17,000 - 180 31432 127,555
Accumulated payments 275 10,000 (750)  (1,500) (22,710) (14,685)
Unreported claims - - 750 1,500 12,750 15,000
Obligation as it shown in 78,668 7,000 ) 120 41392 127,240

balance sheet
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
_(EXPRESSED IN JORDANIAN DINAR)

TOTAL - CREDIT AND GUARANTEE:-

Accident year 2012 and before 2013 2014 2015 2016 Total
As at year end 84,855 12,626 16,721 52,673 50,598 217,473
Aller a years 86,551 14,716 18,334 131,172 - 250,773
Aller two years 86,551 14,716 18,334 - - 119,601
Aflter three years 86,551 14,716 - - - 101,267
After four years 86,551 - - - - 80,551
Surplusideficit (1,696) (2,000)  (1,613) (78,499) - (83,898)
Accunmulated current Claims 86,551 14,716 18334 131,172 50,598 301,371
estimation

Accumulated payments 1,696 394 (5,477) 66,899 (84,937) (21,425)
Unreported claims = - 5,000 10,000 85,000 100,000
Obligation #x itahowi in 84,855 14,322 18811 54273 50,535 222,796

balance sheet
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

3. CONCENTRATION OF RISK
Assets, liabilities and accounts off the balance sheet are set according to the type of insurance

FOR THE YEAR ENDED DECEMBER 31, 2016

Respossibilty in Other
Vehiclesin - Maireand  Aviation in Fire in Creditin -~ Medical in Life in
Insurances {heusands branches in
thousands ol twmpedation i thousands of thousands of’ thousands ol thousands ol thousands ol
lype of thousands of
D's tousards al JD's 1D's ID's ID's ID's 1D's
1D's ID's
Total 13,945 1,060 243 2,408 191 612 1,454 45 11
Net 9,982 93 2 367 31 331 682 8 19

FOR THE YEAR ENDED DECEMBER 31, 2015

Marine and Medical Other
Vehiclesin " Aviationin - Firein Responsibity  Credit in . branches Life in
Insurances i . transportation s 5 11 s
g (housands of - thousands of  thousands of  in thousands  thousands i in thousands
e s MRS 1D's ofIDs  ofJD's o thousands  of JD's
of JD's of ID's -
of ID's
Total 12.607 566 175 3.029 274 440 1.431 259 111
Net 9.132 58 2 296 25 235 742 66 24
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(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

FOR THE YEAR ENDED DECEMBER 31, 2016

Assets, liabilities ofT the balance sheet are set according to the geographical and sectoral
distributions as lollow:-

A~ By geographical areas

Accounts Accounts
T off the g ofT the
Assets  Liabilities Assets  Liabilities
balance balance

sheet sheel
Within Kingdom 7,304,927 20,129,009 % 7,453,050 18,892,712 E

Other Middle Eastern
countries
Europe - - - - - -

Asia - - 5 = . 5
Alrica - - t 5 2 s
America -
Other countries . - = s p -
Total 7,304,927 20,129,009 - 7,453,050 18,892,712

Assets, liabilities off the balance sheet are set according to the geographical and sectoral
distributions as follow:-
B- By Sector

Accounts off Accounts off
Assets Liabilities the balance Assets Liabilities the balance
sheet sheet

Public sector 1,247,528 3,471,495 - 916,940 2,471,495 -
Institutes

and 3,119,562 6,932,191 - 3,354,782 6,370,284 .
companies

Members 2,937,837 9,725,323 - 3,181,328 10,050,933 <

Total 7,304,927 20,129,009 - 7,453,050 18,892,712 =
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

4 - REINSURANCE COMPANIES

As it is with other insurance companies in order to minimize exposure (o financial losses arising
from large insurance claims, the Company within the normal course of business to enter into
reinsurance agreements with other parties.

To minimize its exposure to significant losses from reinsurer insolvencies, the Company evaluates
the financial position of the reinsurance companies that deal and monitors concentrations of
credit risk arising from geographic regions, activities or economic characteristics similar to those
companies. the re-insurance contracts issued the company is not relieved of its obligations towards
policyholders campaign, and as a result the company remains committed with claims reinsured
in the case of the inability of reinsurers to meet its obligations assumed under the reinsurance
agreements.

5- THE SENSITIVITY OF RISK INSURANCE
The following table illustrates the possible change in the prices of the written premiums on income
statement and while keeping all other influential changes fixed

The impact

pre - tax The impact

on owners

The impact

Change in h
ang on writhe

percentage ; profit for o

premiums i equity *
the year
%o ID D D

Vehicles 10 1,182,510 1,126,541 856,171
Maritime and transportation 10 101,359 13,342 10,140
Aviation 10 80,513 18,452 14,024
Fire and other damage to property 10 213,326 60,797 46,206

Responsibility 10 8,283 2,661 2,022
Credit and warranty 10 60,425 25,105 19,080
Medical 10 772,179 617,301 469,149
Others branches 10 22,669 26,151 19,875

2,441,264 1,890,350 1,436,667

* Net after the deduction of income tax impact.
In case of negative change the effect is then equal to the changes above with reverse of the sign.
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(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

The following illustrates the possible change in the prices of the whiten premiums on income
statement and while keeping all other inflectional changes fixed:-

. . The impact The impact The impact on
Change in ; ) : ;
on writhe pre - tax profit  owners equity
percentage . . .
premiums for the year *
% ID D ID
Vehicles 10 1,179,556 (902,709) (686,059)
Maritime and transportation 10 4,198 (3,132) (2,380)
Aviation 10 - - -
Fire and other damage to (0 126,754 9,050) (9.878)
property
Responsibility 10 14,039 (2,657) (2,019)
Credit and warranty 10 31,150 (10,209) (7,759)
Medical 10 742,123 (508,530) (386,483)
Others branches 10 9,397 (3,511) (2,668)

2,107,217 (1,439,798)  (1,097,246)

* Net after the deduction ot income tax impact.
In case of negative change the effect is then equal (o the changes above with reverse of the sign.

6- FINANCIAL RISKS

The Company follows the financial policies of the various risk management within a
specific strategy and assume management control of the company and adjust the risk and
make optimal strategic distribution for cach of the financial assets and financial liabilities,
including interest rate risk, credit risk, foreign exchange risk and market risk.

The company follows the financial hedge for each of the financial assets and financial
liabilities whenever the need arises policy, a hedge on future unexpected dangers.

Credit risk:

Credit risk is the risk that may result from the failure or inability of debtors and other
partics to fulfill their obligations towards the company.
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(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

The company believes that it is not significantly exposed to credit risk in terms of
existing monitors receivables on an ongoing basis. The company also maintains
balances and deposits with leading banking institutions.

The company carries out various insurance and secure the large number of customers,
the largest customer the company has accounted for 32% of accounts receivable as of
December 31, 2014 compared to 35% as at 31 December 2013, the company’s largest
customers and referred to above are a rcceivables government.

The company worked on the development of credit policy, and the company maintains
balances and deposits with credit suitable banking institutions.

Market price risk

known as the danger that results from a fluctuation in the value of financial instruments
due to changes in market prices. and that the securities that exposes the company to the
risk of market price as at the balance sheet is the investment.

Interest rate risk
The company is cxposed to interest rate risk on its assets and liabilities that bears
interest such as bank deposits,loans and bank overdrafts.

Theinterestratconbankinterestasofdecember,31,2016is3%-5%annually(2015:3%-5%).

The following table illustrates the sensitivity of the income statement for possible
changes on interest rate as of december,31,2016 while all other influential changes
kept fixed.

The sensetivity of the income statement is presented by the expected possible effects
on the intrest rate for the profits of the year, which is calculated on financial assets and
liabilities that hold various intrest rates as of December 31, 2016..

Currency Increase in inte_rest- rate ’ [m]mction (loss) gain for the year bcfon,: lax
D ‘ \ D
o | w am
015 _i ril”n B - - 7270,957 -

2015
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Changes in price of shaves risk

The following table illustrates the sensitivity of the income statement for possible
changes on interest rate as of december,31,2014 while all other influential changes
kept fixed.

A sensitivity analysis was made assuming that the prices of shares move with the same
rate of change of the markets indicator.

[
! i L [ Impact on owners Impact on income
Change in indicator .

‘ i | equity statement

N i ! ' T |
| 2016 ‘ |
| o i me g S S— |
’ Financial asselts ‘ J ' ‘l
" designated at fair value

designated at fair value 50 | 573 573

through statement
comprehensive income ‘
( Financial assets

' designated at fair value ‘ 594 ' 69.986 .
through statement ) ‘ ’

comprehensive income |

' Financial assets |
designated at fair value
ghated at alt ve 5% 628 628
through statement
" comprehensive income

Financial asscts I
designated at fair value

through statement '
comprehensive income I

5% 1 106.361 -

In case of negative change the effect is then equal to the changes above with reverse of the sign.
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

Foreign currency risk

Foreign currencies risks are the risks resulting from the fluctuations in the value of the
financial instruments due to the change rates of foreign currencies.most of the company’s
assets and liabilities are funded by Jordanian Dinar or US Dollar.

In Jordanian Dinar Foreign currencies
Current year Comparative Current year Compatative
year year
Currency
type
US Dollar 630,736 13,322 446,561 9,445
Syrian Pound 787,739,468 36,113,080 234414 171,797

Liquidity Risk

Liquidity risk represents the inability of the company to provide the necessary funding
to perform its obligations in due dates, to guard against this risk, management has
diversified funding sources and management of assets and liabilities and convenient
maturities and maintaining an adequate balance of cash and cash equivalents and

securities negotiable.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
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FOR THE YEAR ENDED DECEMBER 31, 2016

Liabilities

From | More than More than NMore than

Less than More than  Without

month to 3 3 month to 6 month to | year to 3 : total
I moth ) 3 years  maturity
month 6 month | year years

Banks overdraft 2,193,313 - - B - - - 2,193,313

Accounts payable - 710,806 1,066,209 1,777,014 - - - 3,554,029

Relusuims companies - 379,617 569,426 949,042 - x - 1,898,085

accounts

Other provisions - - - - - 328,047 - 328,047

Income tax provisions - - - 498,981 - - - 498,981

Other liabilities - - - - 691,290 - - 691,290

Total 2,193,313 1,090,423 1,635,635 3,225,037 691,290 328,047 - 9,163,745

Total assets 8,786,431 2,928,810 4,393,215 9,665,074 3,514,572 - - 29,288,102
FOR THE YEAR ENDED DECEMBER 31, 2015
Liabilitics

. More ) i
Less than Pl than 3 More thanMore t'h‘m More than Without
month to 6 month 1 year to : total
| moth month to 3 years maturity
3 month to | year 3 years
6 month

Banks overdratt 2.095.708 - - - - - - 2.095.708
Accounts payable - 644,936 967.404 1.612.340 = - - 3.224.680
Reinsures companies accounts - 599.918 899.876 1.499.794 - - - 2.999.588
Olther provisions - - - - - 312.238 - 312,238
Income tax provisions - - - 394.850 - - - 394.850
Other liabilities - - - - 334.808 - - 334.808
Total 2.095.708 1.244 854 1.867.280 3.506.984 334.808 312238 - 9.361.872

Total assets 7.883.8752.591.5103.710.6709.115.116 4.035.429 - - 27.336.600
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JORDAN FRENCH INSURANCE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

36. THE ANALYSIS OF THE MAIN SECTORS

(A) Information about the company’s business segments

For administrative purposes the company is organized into two business segments, general
insurance sector includes vehicles, and maritime transport, aviation, fire and other damage
to property, liability insurance, credit and guarantee, and accident and health, and the sector
life insurance, which includes life insurance, dental insurance or pension , insurance-related
investment, permanent health insurance. These two sectors constitute the foundation on which
the company used to show information related to key sectors. Above also includes sectors
on investment and cash management for the company’s own account. Transactions between
business segments are based on estimated market prices and the same conditions are dealt with

others.
(B) the geographical distribution Information

This illustration represents the geographical distribution of the company’s business, the
company’s activities are mainly in the Kingdom, which represents the local business practice

and the Company exercised any international activities.

The following is the distribution of the company’s revenues and assets by geographic region:
b f=]

Inside Kingdom Out Kingdom Total
2016 2015 2016 2015 2016 2015
Total revenue ~19,467,033 17,994,084 - - 19,467,033 17,994,084
Total Assets 29,288,102 27,336,600 K g 29,288,102 27,336,600
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31,2016
(EXPRESSED IN JORDANIAN DINAR)

37. CAPITAL MANAGEMENT

Is placed regulate capital requirements by the Insurance Commission, | have put these
requirements to ensure an adequate margin, it has been put additional goals by the company
to maintain a strong credit scores and the percentage of high capital in order to support its
business and increase the upper limit of the value of the shareholders.

The Company manages its capital structure and makes adjustiments to it in light of changes in
business conditions, the company does not in any amendments to the objectives, policies and
procedures related to the structuring of the capital during the current year and previous year.

The opinion of management: the company’s management is seeking to raise the solvency
margin during 2017.

The following table shows the amount that it considers the company as head of capital and
solvency margin ratio:

2016 2015 B
Initial capital items:
Paiding capital 9,100,000 9,100,000
Statury reserve 1,569,638 1,368,478
Accumulated losse (1,090,502) (2,487,151)
Iltems ol additional Capita‘l: - . -
i\;;g]::’l:!t[e:;liﬂcel1;1(1)1‘{6{1:2 fair value of financia (1,259,167) (895,420)
[ncrease in real estate investment 1,547,743 1,538,135
Accumulated strucured capital (A) 9,867,712 8,624,042
Accumulated required capital (B) 0,399,903 5,739,841
Solvancy Margine Rate (A)/(B) 154% __v 50%
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JORDAN FRENCH INSURANCLE COMPANY
(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

38- ANALYSIS OF ASSETS AND LIABILITIES MATURITIES

More than a

2016 Up to a year Total
vear
Assels:
Deposits at bank 6,687,204 - 6,687,204
Financial asstes designated at lair value
through  statement of comprehensive 11,453 - 11,453
income _
Financial asstes designated at fair value
through statement of other comprehensive - 2,658,891 2,658,891
income
Cash on hand and at Banks 2,475,711 " 2,475,711
Cheques under collections 1,165,076 - 1,165,076
Account recievables — net 9,279,480 - 9,279,480
Receivables from reinsurance companies 2,045,042 - 2,045,042
Deferred Tax assets 1,116,894 - 1,116,894
Investements in affiliated company - 1,214,871 1,214,871
Fixed assets-net = 1,807,044 1,807,044
Other assels 826,436 - 826,436
Total assets 23,607,296 5,680,806 29,288,102
Liabilities
Net unearned premiums provision 5,285,716 - 5,285,716
Net claims provision 6,231,281 - 6,231,281
Net accounting provision 287,399 - 287,399
Due to Banks 2,193,313 - 2,193,313
Accounts payables 3,554,029 - 3,554,029
Payables to reinsurers 1,898,085 - 1,898,085
Miscellaneous provisions 328,047 - 328,047
Income tax provision 498,981 - 498,981
Other payables 691,282 - 691,282
Total liabilities 20,968,133 E 20,968,133
Net 2,639,163 5,680,800 8,319,969
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ANALYSIS OF ASSETS AND LIABILITIES MATURITIES (continued)

2015 Uptoayear More than a year Total
Assels:

Deposits at bank 4,927,527 - 4,927,527
oo T S
mrinoriermivet R ST
[nvestements in affiliated company 2,463,721 - 2,463,721
Cash on hand and at Banks 1,160,387 - 1,160,387
Cheques under collections 9,060,973 - 9,060,973
Account recievables — net 2,040,221 - 2,040,221
Receivables from reinsurance companies 901,114 - 901,114
Deferred Tax assets . 1,224,479 1,224,479
Fixed assets-net - 1,702,504 1,702,564
Other assets 820,426 - 820,426
Total assets 21,386,919 5,949,681 27,336,600
Liabilities

Net unearned premiums provision 5,123,310 - 5,123,310
Net claims provision 5,457,358 - 5,457,358
Net accounting provision 308,153 - 308,153
Due to Banks 2,095,708 - 2,095,708
Accounts payables 3,224,680 - 3,224,680
Payables to reinsurers 2,999 588 - 2,999,588
Miscellaneous provisions 312,238 - 312,238
Income tax provision 394,850 - 394,850
Other payables 334,808 - 334,808
Total liabilities 20,250,693 - 20,250,693
Net 1,136,226 5,949,681 7,085,907
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(PUBLIC SHAREHOLDING COMPANY)

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2016
(EXPRESSED IN JORDANIAN DINAR)

39- CASES HEL.D ON THE COMPANY

There are cases raised on the company from accidents and varied damages as at 31 December
2016 amounted JD 2.313.158 and these cases are still pending by the competent courts, And thats
according to what has been said in the lawyer’s letter of the company, and in managements opinion,
the amounts allocated to meet the obligations that may arise from these cases are adequate.

40- CONTINGET LIABILITIES

The Company had the contingent liability as of December 31 2016 from bank guarantces.

which amount JD 3,013,312 (2015: ID 2,292,224)

41- FINANCIAL INSTRUMENTS

The Fair Value

The fair value of financial assets and financial liabilities Financial assets include cash and cash
equivalents and checks under collection and receivables, securities, and include accounts payable,
credit facilities and loans and credits and other financial liabilities.

First level: the market prices stated in active markets for the same financial instruments.

Level [1: assessment methods depend on the input affect the fair value and can be observed directly
or indirectly in the market.

Level I1I: valuation techniques based on inputs affect the fair value cannot be observed directly

or indirectly in the market.
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December 31, 2016

Financial assets designated at fair value through statement
of comprehensive income

Financial assets designated at fair value through statement
of other comprehensive income

December 31, 2015

Financial assets designated at fair value through statement
of comprehensive income

Financial assets designated at fair value through statement
of other comprehensive income

3,035,188

level one  Second Level third level Total

11,453 - o - 11,453
2,658,891 - - 2,658,891
2,670,344 - B - 2,670,344

level one  Second Level third level Total

12,550 - - 12,550
3,022,638 - - 3,022,638
- - 3,035,188

The value set out in the third level reflect the cost of buying these assets rather than its fair value due to
the lack of an active market for them, this is the opinion of Directors that the purchase cost is the most
convenient way to measure the fair value of these assets and that there was no impairment.

42- APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Directors and authorized for issuance on

February 9, 2017.

43- COMPARTIVE FIGURES

Certain figures for 2015 have been reclassified to confirm presentation in the current year,
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Statement of financial position of the branch of life insurance as at 31 December
2016 2015
Assets
Deposits at banks 1,122,168 830,028
Totals investments 1,122,168 830,028
Cash on hand and bank balances 183,819 109,656
Notes receivables 172,219 79,979
Accounts receivable — net 446,774 769,504
Accounts insurers — debitors 202,902 149,785
Other assets 74,418 65,308
Total assets 2,202,300 2,004,260
TiEbie st ey $ 80000
Liabilities
Claims provision — net 19,242 23,683
Mathematical provision — net 287,399 308,153
Total insurance contracts liabilities 306,641 331,836
Accounts payable 12,050 11,640
Accounts payable reinsurers 14,574 14,333
Other Liabilitics 3,080 2,800
Total Liabilities 336,345 360,609
Sharcholders' equity
Retained earnings 1,865,955 1,643,651
Total sharcholders' equity 1,865,955 1,643,651
Total liabilities and shareholders' equity 2,202,300 2,004,260
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